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PROM; TBIS·. ~~l.~~R ,:::
. .'. ::", I "

IS PDMn-rm:' TO ::jpRQvD>E
" ' !

I:'.

TO

:
I
!
!

The :·Iong distance industry already: has devek)ped· the .n~e~~
I
i
I

i i
" ,j

j';

: I
I

: I
, (

" " " :' :' :," \

BeIISoutb'.,pd to becomiDl a Jonl ciistlDce~. is_1l~~"'..~d
,: ~ l ' :.: '. ,' .. ":" ; . i

routine. It is'a _ ~ptisbeci by tbOUSlDds at tumasiace div~iie. Assi~·, ,
, ",," ,(

BeUSoudI ill, its :task of Iddina long disraDce scrv~ is a: ~~pCtiti¥. il~ :disubce
· ;. ...','i
~~ .roJr ,-iOMI utworks(plus a number of ,..ional· ~).t.deaI

. I , , :' ~ : ':, i_bID. com"'yopntioall systems <i:!.,~i~ ,proce$....l~~
· : : . : ..: I
s~ to,:~ 1Irp ,aumbc:rs of CODSQlllCf~_ to ~' lOng~.

c4triers..~. 'CODSWIlelS are aa:usromecl tochaagjDglcial:~prQvicieh.
· '..!. .'. '. ,I .:i

13

, "

~rvices to Its ,pnexisting base of loc&l eustomcts.a base which todaY\istbee~n

infrastructure to ~upport a multi-vendor, competitiv~ environmen~.

, . . I.... . '.' I

~lci begin off.riDg long distance 5CrVK:e5 withOut inve$tiDS in a si~e sWj~~ or
• 'j j

saud or o~car fiber. without obtaining a siDal~ riPt of :Way, or in,"'t a
, " • . I' , ,

:. . :';, .:' J

s41gle _~~iOD apem~ with a teealc* monopolist. .BeI~~ s~IY

wOuld need:to d.oo. an underlying inteJexchanie:ri~rk supplier. (~'It' ~as

a~ c:h~ AT&T for just this purpoa) and' begin mIrbtmg I~g .:d~ce

~~~~~~mu~~~ I
, ,i " .' ,J

Ya. .'BeJlSo~' is· in a position to C3i'dalize on: the fruiiS ot'die' ~~g 'di~ee .
, • .:: ,. ' 'J,

industry>5 bistoty with competition. Oiice"pI:aUrhority ~ is iran~ :B~IlS~th _ :•.
, , , ',.,;

sel"ices.

. mpket in· iti~anges.
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difficu~ ~t AT&T and other local oaUIDts _ overcOme. It ,tOOk, On;' ,Yess
, " , ,',' '" . ','1;

lht:t1l one. IItnr~ the Act's siping to COIlU1Ct with an underlying C8rrierfu~ the· " '/

services; aDd ~ilities needed to provide long d_ce serv~l$~ The ~ase of;~uy
" , ,i

~~ GTE did not go uanociced by Wall Street. ' As MemUL3jnch

previously indi~ to Wall Street analystS, that :it anti'ipated, on i~ interLA.TA
· . ,". (

i
traff'lC.J ,I. )

I

i
, , ,'j

WILL BEu..sOuTs BENEFIT FROM COMPETJ.1lVELY ES'fABL~D
, :: :', :' I,!

waoL~ALE;PRlCINGIN THE INTEREXCHANGE MARKET? " j

Yes. Ac~ordi~g :to pUblished repons. BcllSouth neiotiated :a: ,I dtSCOIi~tl of ,:: '. '
· '. .:.. .'\

ipprox""toly ~%:from provaili"8 10"8 disraneer.wl -'(net of~~'}': •.

cUKOUDt ,is the mult of a competitive wholesale market that aCtively iSolicit$; rt:tail
. ; . '.' .. l

qrriers 'with _ive wholesaiepriCini :and operational ~. specifJaUy
. . ." . ",,;

"

'. i

dCsiped for resJJe. This discount is also in-iine~ the discount that :NYNBX Ihad

FROM AT&T STATE GOU'T AFF. ATL TO

".1
, ,

i
!

2':: BcUSoQlblAT&T~"" ReiDfor=s tIM uociGTE IIlWllDlDt Case. MerriIl;L~ •..)~~O.
1996. ' ,,',,'

A.
, : ,~, ; .,

carrier can offer lOng distance services and prOvides a telUngicOrurastto the 'i:,
,. ','; . .;.

, ~ ,

, : .
') '" Soun:e: DaD W'1CW~Noyembcr6., 1995.

~ , ,Te1tcolD ServU:es, M!:rriULyadl. May 14. 1996. pllC6~ ~buia iD Gl;giDal••

14

i
~:: " IS 1'IJEBt:AN EXAMPLE ~CB,DEMONSTRAm;'Row;~jlT

,WILL IE 'ro.Bw.sOtml TO PROVIDE loNG DISTAl«FE~$ERV+S!: :

toCVSTOMIaslN 1TI REGION ONCE IT••trI'IIORJZti»~Doisb? "! .

. : ] ..' :::;'. . ';,' ~

Yes. GTE ;~ides a useful exampte of how quickly an incum.':loeal ex~~.ge

, :

A~:

Q.:

: 'I':
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I

i,

i ' ~

aTE'~ ,.lready begun to offer ,longd~ services to itS •

~~~ custDmcrs and ~nrezwb to pin, il.0~o of its $4.$;
bl1lron ~resMble Ions dJstanc:e ma:rklt ","hln I Z mo~ths:

with neiliaible cost to the boaom line. aTE ,manaie",~nt~

p~tapons at iu quarterly analyst; mCCli~g reitera.~the·

c0lt1pany's plans to achieve 100/0 EPg: growth 'for the :
fo~le finure. despite the "neg\igible; startup eo$tof.
lQn&d~ enuy. We also l~.lh. cPmpany ~lieves,,::
its loft$ distanct effort will i«'eiatc· pitive qmi~.'

impact i~ 1997, whicb reflec.u. in our view. the rem.,kably
a~e~nomic:s fKiRi an RBOC'~ an adjacent
market tiong distance). Bow 0" ia it tiI.t aD in.tutry:' .•":
'waka jlip, ODe day, fiJaU itladd......ble ....ket:
R~ by 40% ad eu laa-.cb t" Bew s,e~:
Witlloat iaoilceable clilatioll aad acJde\'e "'ttve eanLilap :
by tbe~ad year? ' ..

(

'. [i

: '. , : ' " .' ,;... ~ I
This ..lysis 4'bodies every coaclusioil of~~ dynami, I:li~.~ ';,

Uovc. 01'£ e+ca to gain -lAd in filet, isgliniJlg - share'rapidJy.·,:GTE e~ts
, , 1 ", ,,' .', 1

t~ do so:w~ ~gliiible costs. GTE's oppoi1uaitf is immediat'.hiSh~·Pic*itis ~
I ,! ' " J

, :. " . ,'" ,. ',,'!
~ tbate. lin r.. CiTE's maupaltllt txI*fs its profiiabU_tY:~i~ fotj the

, " , , ! ;,
"foreseeable~."

I' '

,i
!

I,

... ~IlSoulh" ~i1y is DO diIfOrenL· Melrililyncb lti u.mC!! 'ionadl#- .••.
: . c! " : , :: ::';:. ; I ' ';,;,.

servic:c for an~ such as BoUSomh as the "ult_te'" v..al service, ~Ulkr '::
, ":' ". ," I I "We £MFriU Lynch] 1I5C _ term IM~ beQus,I:,'like,1

., .uQaJ features., loa, distance '* be off~·10' I
alreadyiixistmg curromers wimlNillimDl CtlfJilqI imf~twie1U.,: ;\

1M ""/kI11P'IkDJ./wIhns. cuto".,." • 1101 ~, ~ ,be ~ I
c~ to u.s, ir. 1bcy au.4y arc usiDS it; mJ'y just: " ,I

.td to!tJo' collvinced to dlaDlc suppliers' ~- somethmg they \
do every day • . •. ' ,

" ~ I
" \
" t

, )

" ' , ,I,

S ,: Telecom Scrvi~. ~ and GTS, Metrill:L~ AJpi~. 19%.: Paie 4;em~4 iD:: I'
'~.,' ; , I
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i .'. .'. ,.;.' ~

d~ ..my~ arutlY reduc.cL Ar&T lOSl!its moaopoly•. fibet: ~d. di.ital
': ' . . . ' :'" ' I

teChnology weJ rapidly deployed, prices 'feU. aDd CODsumBl'$· enjoy...·: ~hoi~in
.'. ..' . .;: " ..: i

vinual1y ovay tliarket The Act esseatially, exWids' the prooConlpetitiiie pO\ic:je~of
. .. ! . .'. :. :i

the Bell S~ divesticure to aU setY~ Just as divestitutC ~vi~ecf: AT~rs: .
. . . l .' ~. ,:. .. : I, . .

GODIpdon~ access to the local nelWOl'k OIl eiq~ termsill,o. to oriam~~d
I . ' '. .. • ... :.. . i

tenDUWe lottg 4istaDc:e calls, the Act makes the~ Ix.changen~av.~I"b~ tb
I . .: . . ~

. .. . '.' ,

competitors on:equal rerms for ewuy purpose, iocludiDg 'die proiJitsionof ~~l
. I

~
i
:

,

·SCALE ~Ali COMPETITION?

,
, I,

I
· I

I
: '.. . '.: "., ,,:1

WHAT WOULD BE THE EmcT OF 8ELLSo1mI's ;ENnY.J;NrO ''11p:
·LONG DIST~CE MARKET WITHOUT'~T EST.uUS_~£.; .. .. ., i'

FROM AT&T STATE GOU'T AFF, ATL

· element of the ~ka&e in the eyes of many (if not most)~m~ l~ 'sen!ice
i . '. '. ~ ;. .: .:; . ,: ~

must *ome competitive or competition for other'icr\<iCCSt such as btgd~ .
i '.. . .

· The ~tion 10 f the Bell System mOjlOpOly is:not 'What;C~;i~~ or
, .' .' . \

consumers~e, The Bell S)'$IDm dWestiture'~~ful. B.mers t~:~g.,

, . . i '., :; .:: : ; I ..

"absence ofcOlnpCtition for QIIY element of the package (i.e.• local mhaapserV~) ! .
\ '. . I' "

': .' !

, '. . i .", ! ) .

" . . wou~ distort ~petitioD for all services! that are;' (or, more p~i5dy~: will' be)i sPld
· i ' :'. :., ,....: i

as a package,' ~1tlM local exchange serviQe will likely be:seCa a$ a~PU~I)' .
.,' . . , :. '. ". i .

I

: . :. excb.mp and~ge access.

. . .' : . ,!

Ifa farae 'ponion!of111, marbt prefers to obrain its ~lecOmrn~nicationl~iccl~ ~ a
, i . :: , !

• , ' , 1 ~, ," i
. ;' . . pac.kige :' and ~is perspective appRt'S bome out by OTE's eKpe~&;e' - then ~.

'i
, i

I

i'
I
I,
Ii'\ 'r

:(

,
.' .

" I
!

. ;

. ~

, ,:

:;
,;

: !
. "

, ! ,

j;
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I :
,I'

:1
I.'·
j ~ >, \
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I

: RD.A"dN....kEI4".iIb :> '; I

i '; ::\
i ' ',: ':: I

HOW wJLi., CtWETmON PaOCEED'D~nETHE DO~ANti;hFI l
; ': j , ' ' ' .' i;.: " :',! ",

BELLSOt1T1r~;NETWOR.K?, . :' I:)' '>'l
I '. ' " . I

c~sress'reCop~ the massi~e doCniDance of the incumbebt LEC's:'~e~~:~
, , , . " , :' i:' '

~ rIalil)l tl\at ii will. many )'GIn for die l~l ausmtuion (C~CiallY':~+P)
. •,! : , . ':'i ", '''i i
market to beco~e as competitive &5 the jil~han8e transmiSSion::' m;s4et.. ' ;

I ' " "1
I' , I

Alternative netwprks will take time to develop. ~ a result, :the Act ~Vi<lcs!f'4r a
. " ! . ': ,', "l "
nutnbcr of cnuyimarcgies clw rely, 0;) o.'exteat.qr anomer, oache! ilDined..~

.: ," \ . ", :":' ," ", '

,ofBellSOuth fac~litiCI aad servas by other providers. " : :
i

I 'i.! .
,:I'

I" '. ! : ,: : : ,'il ''
Elich oflbcse, strategies can be found in the c:entral.compoaents ofAT~s,ft¥~ ',':'

: ,j :' . 1:-; , ;: 1 ' ,

that hMi to this afitraCion. TbeIe key GOIDpoaesds -=1wIe ATckT's~t to: ":, I
, I '\

• JWM1W wholnalt.equivaltDu ofJMllSo~'.sr.tail ~i_: ,,,:!
~ . .:' . . , ' . .: Ii: :

• provi~e local ~bange aDd exchange, access sc.n'~ .rJ~8: :n~ :
e_tots: -. including campl_ combinations of, netwd.rk,i.l..~rI -..:.
obtaihed fi'olll BcllSoutb as bai~ iDpdicnts to AT&T's selYiices~ ~ : ; .

! " '''I, ." •

• . the~ aacllenDinatiou of traffic uncler reCi~~ ~on; .ammaaDeats.· , " " I
. ::;, I

I' I ' I
I'

In; Jatcr section~. of my testimony. I~~ extensively~~~ of

utwork .'Iem~ts (SGion IV) aDd rec;iproc.al ~ com~oa (~IiY)1 to
[. " , :' '. : I

pIOVidiDg e~lc·servicta. 1bc poun that I would like to, empbasi~ hem:' isjthe
J ·' ., \

siPi~ ofi ~7Uiwly esIIblislUDg ·tbe basic: cOndi~. of'jl~

~D. domprebensively opcninllhe local market by estabti~~~ fuU i:!.
\' . : . ':." . ;:t,1 .

FROM AT&T STATE GOU'T AFF. ATL

" '1, ';

DEC-17-1997 18:13
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its,ofFcriDp to ~C1Ilatconditions.

, , I" ' , ' "i
pali£icWarly iU-suited for mass application becusC they eidler require pb~fat

~ircuit ~~ts as CUStolDCrS'm~e '*"'_ provickrs orpirc~up~::~ ,
" i ' , ,,'.' !

exteD$ive'deploylnent of altonwive networks 'which do 'not' no~~~ :Br~ ~~ ,

requires~t 1hc full rang_ of en1ry stratellel be available so that a~may~or
, , , i

I
!

I
i " :i

W9A,TDOYOVMEoA.NBY-SCA.LEOJ'EN1'B.r'! "'I : '

,.i " :,'.' J ' i

By'scale of Ul~,l mean AT&T's ability to' brOa4ly a4clress iis,:~#&'~jor

$U~ben. No singlo CDU)' 'vohi. ',ii best siaited for eYery~""';~. :,;
, ." , , ' • i" ,':( '.

,geopaphic C:O~OD. Some ~,- loop .-:ror iUluCG"-:ve' :'.
• ~ : " " 1

'the market.

: :',. "I
, ,':, :"1

'Wl'III RESPEcr TO YOUR. 'sEcmiD POINT, HOW 'IS: AT....'S
, , ". . \

"()1'OSD lNTDCONNEcrION AGllEE1UNT APPueiUu .,.: +0

912024572545 P.19
i
j

I !

,1 ,', ' ' : I" :' ;'J :.:,
,range of catry,~ons is important because not ~eiI)' entry stratei)' :is 'p;propr~'te, :',
i)

for CYOI)' customer or marker. 1

: i

FROM AT&T STATE GOU'T AFF. ATl

i I

, I :'1
:, , , ,,",' ',I '

"There ~ ,aI least,rh~ features of a' compreheDSi~earbitration, req'~ ,that ~W it

. . ••~ (I)W~-.ofeally, (Z)~ieabJI~tD-....aanW Utd, (3);~
, ::, "'~ for systems~ support QIStOII1et choice with .~i'~t: alre.4;', acCepted jin

I
:;1

: : ; "

DEC-17-1997 18:14
,'''I II' 1 ':,'!. : ~: ; " :, :i '

. :; ; ~ , . ~:. ;
. : , : :" ':,.::'
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DO THE' I'C~S RULIS REFLECT ..p~,mA.~i A

C:ONSUMD.'$ DECISION TO CHANGE LOCAL rRoYmDS SBQ~
! r

BE AS SIM!'~ AS THE PIC..cBA.NGE~?

j:

19

,
,; i

, , ; " ',' ""i ;': ',' "I
The process wi~ which consumers arc familiar ..~ and whic~ BellSO#tb, 'sql1)CldaY

, ,'" I

will use to entier the loaa distaDce market: - aI'ows consumers ,,~oi Chana.~.~

disfaDce~ <i:!. lboir priawy~ ..mer. or:Pu;) ;.w. ~ $Jplo
, , "I I

telepbane cIIl or suokc oftbe pen. It is an ally, ~liDodproem. :'The~ ;:

staadardi of this procea, ill tams of~ speed and Ke~; ~d;:ba:O~el1he

staIdanl'forjud~ .)'DDS used to cbuae local sFvicc,proviQenu'welL ,

.' i
, "" I

PLEASE 'EXItLAIN' WHY ATWS
i

Cd~::::'REQriST
EMPHASIz~ OPERATIONAL DETAIL. ,': ":,' ," \

i ., :.. ': I
Just as the, dc1(elopmCllt of meaningfu:l1oaa distanco competit~ :nxfuitedhew

, " :, .' ", 'j

; . • I . i . :; . : .,,'~ ,: I 1 .
$)"Sf*Dsto support a mwti-vendDr el)vUODllieDt. lQcaDinpd 1ciea1 ~Qfflpetiii<Xr l"·iIl.

: i :' ': ':' i
not' succeed wialoUl a similar commiunent of, ihdUsu-Y re.oiuceS Jo ~_l

I . j

Sllpport. This ~ an important issue becausC co-.n~ will ~idel~ peRINe:l~ i" ' : '

competition-~ the Con~ional ~u~ which it relies ~ ,~' a ,fail~ if i
i ' , ,

. I ..' :. ' .•

cbaD&iD& local ~lcpboae proviclon is u&O'iIZId:Mth·~ de~Y.. hiBb:'~.

I • I' I.

pcriod$ of outal~ unreliable bills, or disrupted setVices. Operat~ systemsl are
, I
' , I

absolutely criti~ to robust QOmpetition in the Jocai exchanae mIrket.., ' I
" I, ,I

j

: I
! :" i

arbitration, the iCommission is establisbiul the cOnditions of ~'not,'juA for
" ,; :, " '.' , ',,!

AT&T, but e~tively defining the minimum __cry conditj~ns fori~Y en~l\thaL
I " .' I

. .: . . . \

will use all (or put) of BcllSoutb's network to ptQvide 10eal serViceS. " I
, 'I, ;:" (

FROM ~T&T ST~TE GOU'T ~FF. ~TL
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;. " ; '. ,:

Raducin~:CIltry barriers into local marketS by pennitting
rcalo [~ \Vilolcsalc SCl\'iccs) and cost.~ aCcesS Ito
nCtwork~l is much II)OR litel)' to It¥ to the greater
deYelopc8. of facilities-based competitiOn than would
oceW"abSi:nt'sucb~ and Jesale Of'Pomullties. .

I ' ,

eatrien.

, !
I

. ~. ' , . , . , ~

Ecary asiDa~'s network will permit eatnrDts to bUild the De¢bl'~iryre~~ue
, ' ,:,: I.' :

·... to~ the massive invesaneat nee__ry to conswct .~ 'RlatWrly. " .:'

· mocbt 1oCaJ.~ As tIIfNDU bviJ4 ruir _ of customers Us~,:~~c "
.'! " ',',' ,.... ,

sctviccs mel~ network elerlMats- they~ ';m be able ~I ~e~ . ':
" ' i ' ,. "

I

, ' ': J
: I," .. ,

"WILL 11IE,atsAu OF WBOLE~ltE SERVICES .uti) ::Atcas;:~
. : .,' ,,' ',i

'NETwOBK~SPURNETWOaK CdNSrRUCI'Il>M"!
'Yes. These.moJ ale esscatial for local comped~' to~ Uct:tQ,~~,~ ,

i ;, ,;" :,

~fQ~ for rite D«WOrk:~ dial Will *tim» f~;'~e
, '. ;: :: ;:.; "" ::\ '1 '

·indefinite ful1lre; .The Oeputment of JUtico r.:eatlY reached:".'i~
. 1, ' : " ':.:,: .

coD.ioa~ noUn. in iu comments to 1he FCC CDoctet 96-91, Past:· 3~)Ihai: :,I

FROM AT&T STATE GOU'T AFF. ATL

'I,

:Ves.Rule §SI.3jJ.9(c)(l)(ii) includes tbc·reqllirem~ that wMrev"itheC;han~elin. " .i
'; ." ".', \, t ", \'

the custom.r's ~l service pl'O\'ider is KCOmpJilhed through a so~'~e~ti(i:~, i
, •. • I

'.~ arrane~ts or configurations using u~bW\d!ed loeal switchq),tbe c~~e .
• " , , "I

.•in, a. ~ustosnefs' l~: service provicfet MUst oc;c:ur 't~ an'i~~&l (no'lo~r: tha~¥e
j I ' 1
, ,

' ...interial in whi~ an :incumbcnt .LEe transfers et$.f.usersbetween: :i6tueXcW~
: ,,\.' ~
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~.~ices for use by tU "male'" iDdus1zy.
! . .

. I
I

I
i I

i~vestment -deci~ions concernma whert to ~nsttuCt networks, invest"in ,~i(chkg,
: . . I

add new ca,&bi~ities, etc.' :
(

'I
i ," 'j

i'
WILL NETW<;>RK CONSTRUCTION BE INS~ANTANJ;OUS? . .1

" .' I :, . :::, .•.. i l
NQ. Local .faCilities deployment is a long-_ proposiUon. It ipoi .'the! l3en

j . . ;

opeirating com~.,s moretban 100 YNI'5 to icb~ thep~t Slate ~fthc n~~ork
• , ' . ,:'! .

__ 'Commission should not expect en1rantS ito deploy comparable aetw~rks. . ,. , I

DOES nuS P*O(ESS PARAU,EL Tm:'!D£vELOPMENT 01 fACn.tt~s' ,.
; " 'i ' ",: ,', I

COMPErinqN IN TIlE LONG DISTA.Na:M.uuaT? ,,>' .

'I... In thllonicii" market. tidY tnVaI1ia t~Mel_ abJe!to:Cx~:t~ir'
• .: I

Savj~,and: c~mer base by rosclling ~iCCSiotr of AT&T's netWo~.:~iS
" . . ; .... '..., I

, : i " ~ ,:'. '. ,; . ..
gtoWtb .fmanci4l1y justified the deploYmril: Qf i1heir own netW~. prov.i4ing· ;"

; . ~ . ':: ;.,::" : .

internal U1v~t :capitalllld shateholctereOnr~ aiu1 encouragcid: the eiiut of
: ",' , , ': '" .' : 'I

otbent ~lUc:l~ (what is DOW) die Cbird;major~rk provider. sprint •. I.atIir.J the
l .,., .

: ;. ;'. "'I:' .) ,I .'

" continued sro~ or the resale market·resuIted .ill the collSa'Uction :6rthe .~.
" :: ,., .; . \

national network (WitTel) for the express putpose~providingwholeslale~to.. '... I

;
!,

Q~"

......_-----~,t--- i
I I

, I
.,'..! '. , • :..... :': t_ iD!id.·b....~...1bIl.~~!ilto:wiIl~.adibM
:btlUd fIcUida iD 111 oflkitiu way to servo Ibtal qe!'?'!"D'_CIIiou.~ Qaobe[ i10. t99S. I
':, 10).' . : ' .. I,pep. .
.: :' " ! ,,' ; .: .• .;' . .' :
.', ;' tbo CO"'misJioa a1sQ~ recopizt dial_ ActpcOvidIs~a scroac. ~daUY. ~Jol
'iaCeuiv.ror loc:al;DlCWart iIlYaUDeDt.1baI is, BoUSoudl's:~Ba 1001~ico~~ This
'sizi.~ ,-wilInu!odDBoI1Soulb tram 1111 kID&di~~·s priDtipal~~(~.~ ~ .. :
'~ipal "iWll. 1AIl& disWlee cOIDpanies will UOt WIDt to be..~tUpoft Bell$QUdus :theYlare .
'~ ODceBcUSouch~. tbeir maiD~tDr'i Eada wi'll~~enco~ge the . I
,"coOmuetiaa by ocben.. ofOlber netWOrks.iIl IS short a mae'. pos!dble. ' . , :

21
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I

, I "

· Priced unbundleci~ elements are key elemems:Ofthis transition.. .'

•m. LOCAL SERVICES USAl.E

, I .

WHAT IS LOCAL SDV1C1S RESALi?

, , Local MrVica~ i$ cbe purchase ofaa inc:umbtDt. LEes &cn-iees by ~:~mpetl4g

: local terVi.cc cam,r on a wholesale basis With the ~tent to resell th~,$en;.~ io
'., ,'" I

: ' COIJSUIDA WboJ6.1ocal services an: expn:ssly'dcsi&n~ SUpponod,:andprlc"
:' , ;' . ",1

" to it "I01cI by~ carrier in the ratlil market. 1bese wbo1esal.,lo4l"';'~s
, , ." . i

.. .. , :. ':,: .:
provide m"lciplo IIlInDIS a simple means 10 boJin offerin&:[oW eXo~se serVK:fs .

.'. ; ,... . ...,.. . :-..)
and auract custoaicn. BellSoudl is required to offer its local SClViQeS far male t&t

I: ' ,wholesale rates wlder Section 251(eX4) ofthe Act. . : . I
)

I

DO 'YOU E~Ecr CA.1UUERS WILL RtPLlCATE TH~>ENrtajE
'. . :'1

BEIisoUTil~NORK? . .' , . .' : i
No. It is JibJr ihat 'some pomons of the network may nev~see a;:~Dm~l1itite

altemali\'e,~iy in the nnt SC"enlJ years.· For :iastance. it is eaSy:jo Yi5lJafi~
, '. ," : ,

signirK:ant n:simDce on the part of residential hO~eowners: 10' multipf:e'.~4k
.. , • ;", , t

, mr.m.o baxes~_~ on tbc~ i-u- to ~JRV~'aud~,

a>mpeative dloi~ in Jog} services. Other elements of the n~rk m~y ~t. ~

· provisioned by a ~le 'nllWOrk vendor (for'inltlftCe; the loop and':local .~tchiag !n
, ,'.. ;, ,:';:," '; i
maa)' areas). The ;point is DOt simply to CDt:Ourage DeW construetiGn - ~,goalis'~

· . . 'j

. encOurap' 'flicU1~1 facilities deployment.: Whol'" services andee:onomi~)' .

: . ~ " ,

:4 ~:: A~;

'Tsl :'·!

.1;611 '

: ,

, .

i :
~ :

, ', .

I ,

)

\ ~

i '
I

;

· . ~
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ineum_t LEe.;

, , , , , ,I '

'WILL~ SERvicES RESALE PROVIDE' 1MMED1A~ c()~sJ~
, 1

, i
B&NEms?, I

i
I , :'

,: ,,; ': :' , . I ",
,Yes.- In t~ loha distance m'arketp1ace today. m.oy carriers but i)png<dislajnte "

, :' . '. . :, ~,' " '.' , ,':
: s~ices at wbo~salerates for purposes of ~l1ingrthe~ to custi,me~~:~~~~e !, •

. by differentiati~S their biUinS system$. 'ustome~ suPPOrt' an~ Other:'elem~~ of
, , : ' I

services.':This ~e' strate&Y can be extended to Ibe local mitketp~with~m
, ' . " 1
. . i

using their m~etins and customer skills to n:senservices: obtiin.ed 'nom the
. ' , . . ! .

i
, .: ,':: . ," ;'·::,1
: Wholesale servi. howev... win Dot' pa&e die o\f.,aJJ-level of rates:.,s effeCl~e)y

, ': ~ ',' ',':I' . 'j

; as die priem. ~f unbundled DCtWoIk elem.~ and iDtercoan~:'lIS"cl~~
, ": . ': " . . ~

eulier ill this re$bmony. 11lis is becBuR 1bC wbQ1esai. price is calc~Iab:d' off!~
, , : "I.

.' '.:' .,,; !,: ;',.,.r

, n:IIiJ rate. ~ ;retail prices move up, so roo do wholesale nIe ~el~, ind ,ptice,
" '., •..•. , ," i
competition ,is ~ed by the difrenDtial. As a result,: OIl1y ;li,ailicd:."~

I :J ",: i' :, :, I,
' '. ~ , 1; : .

cqmpetitioft is made possible by raelliDg Wbo~e servi~.: ~: 'the ,,~ to I

,WILL LocAi S~VICIS 1WA1,!"PROvrDl AN, IIJ'I~:~
, , ;: ' ' , :: '. ',',' 1 '

OM BEJJS01JtH'SPRICING?, :,'.', : :

: Only in small ~yS. RequirinJ BelISoudl to ~-ncle who~e ~,:~#ae

• services win I~it its ability to discrimi.nale:~n classes,of~~Fs,.~
, ; , ,,!;', .,' I

where the Comlnission has blessed such dist,rim.i.D.alion to saziSfy a unique p~bl~
: ' : ',' :' i ,': ;,', :i,"1 , I

, need (such 1St f~ iIistance, preventmg LifeLiDe -;Vices from btinl!O~,,~~i<le i:"

, ' i I

, the t..raeted clasS). i
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WHOLESALE ~TE1

. I

, ,1", .. ! ,,'::; i

·WHAT WOULD OCCUR U' THE COMMIssIoN DO~ N~ .~r
, ' " ; ; ~: i,: ; .. ::': .' i

REMovE -1B1StD"ll'il:'~ ,RETAlLJNG COSTS WBlIN ESTMlIJ:~~: ~

. I
.1

I
,
1',"
J :,

i,

, :

- ., .
, .

'1

. :.'( , :
,.

DEC-17-1997 18:18 FROM ~T&T ST~TE GOU'T RFF. RTL TO

!:I 1::;' . \
. 1 :' I

, , • \' 1Q. • 'SHOU1.D ~ RETAIL SERVICES IlAVl:A', #oLEs.4t:
,.rJ' EQUIVALENT? .: 'I

.FiA Yes. Then: are'" number of SUllegie$ dIa. BellSouth could usC lOlimli .be
.:I' I"J' .....;. '.'.' ;:.' . . : : .,':1' .:,' :1';

'. '1':1" ,. I

: .·i:1 ::': 'usefUlness of·thc\.wholesale option. Sweral of thraareem.t$ Whlc:r~~~.;t

. .i. .. :i :; I:· ~. ~'·.l ; ;'" reaChed rece,uly': -. importantly, .with ,wnersd'lit' have' tittle" or. no;. intWe~! in

,il~ :,'!: -uing Be~'s ....~ _ expGJe this strategy. 'n parti~~::BeiJth
i :\.j 1: 4j: ~ 10 A ~"'T _ ...,Iusioas II> i.. ~Ieale pticinll!...ci ceJle

/ 'J '. i\obijptions. ' ': II

: .): I ::'q;
, ",' ~: ;J., I. \

,il~J '1, · These =__'<e>uld be used by 1IeIISouth1O~.Iy~.:i~iw~
;,,;: 11Ft obliplion. by. SC~.,·'vely 'tIrgetin~ eustDmon. for~.:. ial.. priem.. ro:llm.g!:,i;~.'.'~,i.·r I >:i: " '!

: !11~ :.. ;: and puclfatberi~ which is a more polite·phrise !of Warehousin"1atIe:~IoI1s' ~f
, :1" : ,::i: : . •. .::'. '1

'; '1~ ',') i: the market To~, these ~lU$ioDS could elim~ the wholesal* Qpaon asi an
: : , I: .t· i: '.., ',..... . .1

' ,'~ ~: ~ :: ;~

'; 11;:';j; ·en1Jyoption. :' I
, . :~:,:i' .: ':,",;;i

.··"lJ ,'{Q: ~TIS m BASlC Al'PROACBTi>CALCtiLA~~
'; ~ .. j '1 '.: ,. I

. ':111 :i: .::.: WBOLlS~.~1UCE·FORLOCALsiRVI~ ':.' . i" ·:1

;II~ ,i A ;' Thebaic~islO__d"'Wlprica._Qfdle~~:'l~"j: costs·tb.It will be avoided by BellSouth IS' who~1er ofserviees~ Th!isi'pen~t
I : l~ ' :" also aderlies the ~CC's Nles relating to wholesale pricinS. . ;

; :1·1 ';, '
:;: .i 'j~~;'; .
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, I,

I

;:: 'i'
, J

I'
I

~ ,':- '

, i

; , ' 'I

discounts discusJed in rbis proccedinc intO context. "

Fat~mmx reeent!y iDcfic:ared to W~ Snec aalySts that itiailticipatei1 a
, ,
~ " 1 •• ;: , .' :' \, , ;

80% discouDl ~ me ~I distala services it ~s at: ~lesaIe. (~~,'
. ,," j

Willet, Nov~ ~ 1995.) fwtbcr, MarilI L)1aCh (MerriU t.~,A~ ~4.
I

1995) SWIS; I

25

reseiler ~prea4s in long distill" Ire alreadY hllp (SO%), &i~..o, die: '
,., ".' ',I

, ,
: ,,' 'r

I
' " , 1 ,I

It is 'useful to temembir that although the imnlediale recip~rit Of'a 'wh()l~ale
',' , . , I.. ':' i

discount is' the: local rescUer, dle ultimate: bea*=ficiaries 'ar~consume!:ts .. : 1'An:
i : '. . ~ , " ,~ , ' ,. ~ ~

artitkially low ~05&1c ~t will not lead to lower rerail pric:.es. :h( ~er.

words. the siIlal~ lb. dilc:ouftt. the less competitive pRSSW'C Co JooNet prlees.

,',. ' ' !
. '.'

, '.
, : '

I

!
, j

, ; " :.' I

Failing to funy remove retail., would cra.te ,a 'Wholesale rate icveltbal: isl too '
, , ,,',: I
: , ;, ;

hiP; This wo~d distort competition and artifi~ially depRss. entrY" ne!etec:t.
" " , '.' :, I .

would be to de~)' consumers the benefits of cOinpetition- lower' pr~~" niore
: ::" , ;

choices and~e ibili't)' to vote their dollar between ,~vaJs vying for th"jr"a~tipllt
:" ,,',

, )

,,~ TBEIlE ~ ~ MARKET "BENcsM.w<s- :TO ~E, ~.,
: i

aUso~or THE PROPOSED DISCOVNTS! ;, ;
, , ! 'i ',' :

Yes., In' tho ,loq, 4istaace market dm is a competitive w~l~ :~~;~t

actively soliCits iretai1 carriers with auraaivewbolesale priem, '~, ~iJw
' ) , ' ; , ", ;""., '.; ,

sYS~$ s~im:,uy'deailDOd for resale. It is useN! to '~sider me 4i$C;otm.~
, : , :

the RBOCs bav., trumpeted. to Wan Street Inalytu to place the' I~ill Whol~e,

A. '
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w~ UNBUNDLED NETWORkE1.Dum's,

A. 716NIItIIH O/U...._

For call~ 'tenninating ourside an individua~ RBOC'sfranchi$~:~a, '"

that ltBPc will be able io bargaiD furvolimte:disco~ts gN~:,th8t ,"
: : " ':' 'i,' .

its volumes arc likely to exceed that of ;II1Y, other:!Qng ,ciistaDce ,'
: . , ':' . "

cu5iom;- in that region - dtScoU1ils lht.u QN likely to g,ow oV~: li~

as RaOC /011' distllllce shtlns tJNi IhulMgotiati71g lbJe1'Qge &roWs.

Merrill Lynch also predicts thai:,

!., .

l' ":' . '. :. .~

, ',",:, I
" : The point here is simple: where COIIptltiml deci~ the ~sa1e ~~~:~

. :. I' I

; :- ,discOunt is latp)1DCl is expoctCCl to iDcn:ase. ":
.. I

"
I
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,

New entrants could
i
>

consUmers additional choices.

>

,1
; j .'

~ ". . I. i
WHAT AUnD: 'POTE'NTW. BINDTI'S rROM'UNBmQ>I,IN~?' : i

~ . . I· , I

l'bIn are dne~ balefifs. First. opening die iDcumbent"s~It ~,:~er
.: .' J • .,:

gsrier, as ~ ~u of gcacric inplicDCs will ,m" robust~~',P,c&$i~lc· ~': ..

cltlpite thedom~ ifnot complece maoopoly.«the iacuaabeat,~~c~~:~, ,
'; I

fasbioll ICI'Yice l*bgcs. iDot Aow .available;· PrQ~id¥ag
, ..

, I

UDbWldliDg rep~ts the availabi'i~ of me in~ulDbent's :netwoi~ "~leDJer#s jas

~ients, to ~thcr providers so that they may combine"th~:;:i•.ech~ts: ~; ,
(so.melim~ ackii~s dieit ov.n,~••not)~~id.1hoir~ tln~~iC~s.,

. .) .~ . .; ::: 'j:' I' . 'Il

I . ,I
i ... 1

,,; ,,'. , ., '. \

A ~ful metaphbr, ,for unbundlmg is'tbu of the :uChin~ Resta~tt .qh~~~
rma~tS typi~l\Y have CX1Cnsive menus, detami1~; doZens of Sel~tW~5.•• ~~t,1in '

, ' , , . ' :..;; :,. I
the, kil~he~ onl~' a few bas~ lnsrec1ients ~ UiCd to create" aU :~ ~ct~.

, Similarly, teteco~munieaEions services are lYPically'~nst1'UCted iro~ ~a .~Jni ed •
.' '.: ; I

number of key ~gredients (switching and trlrismlSsion are the m~st~).-b~t ~e '
, .' " I '

• \ • •. '. • , • .:. f

vaneI)' of services (from the consumer"s perspective) can, beqUi(e: ~jte.
, ,

',ISUNBVNDuNGTllESA.MlASRESAIE?' .. ." .,i.;

No~ '~esale' iJ1V~lV~ the purcbascofjinWied s_,*a by the' ~t~ :tm~'~ ·
. .: .''; ",:.:);'. j

inwriabcnt LEe (albeit at wbolcale rallS) wbiob' i..e tbeArUold bY:tb.;~~., ','
,: , , : ' '. ' ' i,: 1

,UnbUndling' is ~e ~urdwe of ,Wlderl)'iDa M~k eJemotLs '- ~~ch: ~~ ~ •

facilities, functtcku or capabilities - tbat:am 'be ~bined U) o~er ~~i~ ~~er
. . .' , .;

, , ' !
" eqc;.al to, or diff~lmms, the setVicesof. incuqlbent LEe.

: :

1 .

;

. '

. ;

\' !
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accommodate, chbices by consumers.
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; '; " : i

. ~w~ ~lin& -. -.ill be -11imoJO cbOicclot dW eM. o~~
, , . ~ ,. :',' ~ '\ \ ' I '

: process than wOuId.result if each individual em;rmt bad toconsttUCt ~~'
, ': ' i.:· :". 1\ I

facilities in~ to offer services. UabUDdlinl~locaI:netwOi'k:4eP~t .
~ , ;. i : ';",. "" : ; .

110m becoming i ~uisne U) otferi1l1 Sln'ice,~ lor tod&yt~ cncrmts:aad:Dfw.
\ " "' .: . ," i, 'r

. ~. ,,;,,; :,' ,'. ~ " :.. " \ :

providers that may form' tn the future. By c~S an 01* ,ntrY: ellV~~.t, ,
, ; ,. I, .1

investment capi~ can be directed to developing inew SCM::es aDd ~~lica.lo~
, ". ...., I .

· ratbCr than ~l~lusively to replic:atetraasmissibn and switelling:~mlies~' ,~y··
• . j ". . :.: I

elimiD.atiDg barriIirs, fD entry, the mOSt diverseco~~tive eDv~mnelit will de4~~p.. '
. ,..\

.[I
,

., . :,. . ". , : i

, ' Th~ unbuftdliD~ has the potential for:~, rrtlllSitifJlltli' aDd l~g,ldr'ir

bcudirs for tbe~exch ...e' market and'SouIb·CaFiDa consumers. Wit. maur. .~'. '.'
most at me end! of:the PJOCCSS is that multiple' :c:!arricrs' have :the'o~~! to' I'

~:, ',' \ . :::', "':" . -.;;. ,1
· bcody~ Ihc soutia Carolina mirketp_.; deiiping scrVici:s. whiCb.~:~ !'.

, :' "". ,(

believe best4 the needs oftbeir~en.On~~omic:~sirlti~~ ~t: ).,

• of BcllSoutb. .dtuUy supponed by opentio~ systems ~h will. ~1y ' ..
I
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BeliSouth's ftdork' as ~mpctitivc networks 510~ly develQp.: Theenorm~~1 of: i .
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. : BellSouth's n~o~ nec:.~ily implies: that the process off~i1itieS:;deploj#l~t

: wH1 take: time. ~d ~ill occur unevenly ;througbO~ ,its' regioJ\. 'Hawe~er.th~~gh'
, ;, . {, , ' . ;: , ;, \1 : i

unbundliag.~will have ano~ to develop mark~'estabjish' setYi~es, ..
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. ! . ·l

" , Loag RunlDg~ Coil (TSLRIC). Because CIIriers are pwdtaIiDg'i'emen;"s
.' . ; • .: :': . :: .'~. 'j: :

and' not fiQjsbed k,vic~ the FCC has~~ tam Total Eleri\entLo~g ~

I

, ,,;, .,.. ", ,: . ,,;,i
n .... ate'only ~o ways to assure that all provideB have access to ~ i~~.e

, , ,',' ': ';' I

network on Cqui"(alent terms. The first is to probibit· che netWork ~wner ~

. ~, . ' . ".' ;: ',: ", ::', :: ~.

otTeriq ~peti~ve scrvic;cs at all. This wu tbe ~ basi~ 'appioach '~,uoderJ~d ,
,

,': I
I

~ . I.. ,. I . !

,A. full dacrip~n of the mO$l ,fundamental e~nts that "should: ~'. gnb~ied

, immediately is p~vided in the testimony ofAT&T "'imcss JOhnHamm.~:' ,,'
~ " '.
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\ . . .
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,TELlUC J)riting for network elements.
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.lhe ......~. CO$l for die ... of d1e..-.. die price .~..i044
. .; '. ; . ,,' ,,' ; i .

: mUSI be equal tq the forward lookinc. IODg-run j~remental cost. AT&1~tiJlr:5S
' , , (

Michael ,Harper, provides additional details con~eming d\eapprop~et1e~' of

:1
!

,ScooIld,~ ttr. TELlUC med\odo1o&Y adopeed by the FCC~ 'tile pricO;~ ~rk "
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;elements: should! collectively recover the forward lOoking. long-run' OQsts, ~of
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No. There is a category of costs •• Ihc I:osts associatl;d with product development.,

marketin., and advertisin8 lhlt support 8ellSouth' s retail operations. as ~e\l as

finaneial and mBnageriall;osts that ..,ould be incurred whether BellSouth o....ned and

manaBea its network or not •• that hllfC no releVllnl:e ~o the costing of network

elements. These COilS are not inculTCd to provide nerwork elements or functions.

However. this does nOI mean Ihat these costs ... ill go unrecovered. It only means

Ihat BellSol.lth must be as efficient as lIS rivals, \I,ho must r~over similv COSIS in me

pril:cs of their services.

C Cll,rkr-T.-C.",., 1,,'ertPlflleetitHt

A""",.",.""..,.11 C.IIS.....,' It_~,b

HOW CAN FULL IMrLEMENTATION OF THE ACT BE EXPECTED TO

BENEm CONSUMERS?

The AC:l is fundunenlally about choice. Choi..e for consumen is made possible

thl'DllP che intcrcoMcccion agreements arbitrated by this Commission [hal will

lInd.rlle the servic:e offerinss ofnew enuants. This is why correctly arbitrating such

c&Vrier-~er arransemenu is so important -- these: intercoMec;tion agrec:meots

ultira"'ly trIIl,Iate to the choices and pric;.e levels thac ~nsumen experience. Much

u the visible contours of the ear1.h's sW"f'KC (its mountains, vaUcys and plains) IR

deT.enD&aed by undcrlym, geopaphic t;OJldilioDS, so too wiU consumer choices aDd

prices be deeided by the underlyUt8 c:ondiliolls of this Commission's arbitrated

inten:onnection apecmcnb.
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HOW WILL PRICES FOR UNBUNDLED NETWORk ELEMENTS

INFLUENCE RETAIL RATES~

BeliSoulh's competilors will use unbundled network elemenls to provide local

exchange services to consume" and cltchangc access services to other 'Irriers.

With correctly pri;ed ne~ork elements and local c.n termination (which is 10 say,

prices based on forward looking. long-run incremenwi r;ost). these enlrants will be

able to offer •• and compelition will force successful entrants to, offer -- local

c~~hanle $flrvices al prices no hiaher than today's prevailing (i.e.. BeliSouthls)

rateri.

Imponantly. once competition is eSl8bli.hed by ClllI'Ints offering scrv;ce USIDB

unbundled network elements and can renninatio... the e~isten" of ",ultiple

prolliders of local exchange services will constrain BeUSoulhls own pricinl

behavior. BellSouth will not be able to raise local exc:hU1se prices beeause

consume" will hive • c:hoige of other providers. There is simply no consumer

protection S1:rongcr than me ability to ''take your bQSPaess elsewhere."

However, the entin basis for the above tonchlsion is that the network element &/ld

c;.all terminalion arranlcments uaed by the c:n1nnt an priced at forward looking.

lonl-run incnmenral CO$'t. If so, then the entrant aad 8ellSoum each will flll1c rhe

SII1Ie uaderlying QOft of the fac:i1itiw needed to provide se~ice. So lonl u tbclC

e.arrier.prices facilitalc profitable initial cnrry, thin compcUtion should provide

sustained pressure on price levels in the future.
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WHAT WOULD HAPPEN I' THESE PRICES 4aE INFLATED ABOVE

THEIR COSTS?

The resulr would be higher consumer prices and fewer choices. BellSouth would be

able to increase the costs of irs rinl$. limiring lheir ability to compete with lower

prites.

IS THIS WHY THE COMMISSION SHOULD M.4KE SURE TIlAT

lJNBlOO)LED NETWORK ELEMENT AND CALL TERMINATION

PRICES ARE ESTABLISHED CORRECTLY'!

Yes. The Act begins a fundamental shift in regglltory f~U5 from di,..clly setting

rltail prittS Ind sen-ice dimensi'ons (such u the size of ICQI c:aUina ueu) of local

exchange clU'riers. to indirectly influencing rltaillCl'Yices throush die review of the

underlying eamer-Io-",,"er IITMgemenu. If unbundled nCIWork el.memes and call

termination prices are cOlTICtly established. then both BeUSoUlh and other providers

will be able 10 compete upon I common foundalion, It least with respect to the cost

of the underlying network.

PLEASE DESCRDE THE TRANSmONAL SURCBARGE THAT BAS

BUN STAYED.

The FCC Idopted • ""sitional slnhU"le equal ro the sum of two interstate Iccess

rata _.eftb: the carTier common line ~hU'.e (CCLC) and 7S% of thc ''transport"

int~Mection chU"ge (TIC). The ftnt surc:twge, the CeLC chU'lc. recovers a

portiOli of die COli ofI~l loops thaI had ben Ulisnecl to r.bt intenwe jurisdiction.

The lCCond. the nc, is In intlmarc c:harge dcsianed to provide BellSo\.lth with

33
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"revenue ncunlity" when transport rates we~ rc:strucnarc:d. The FCC Rules that

wo~ld have permitted 8e\lSouth to impose this slIrc:hargc ha~e been stayed.

WHAT WOULD HAVE BEEN TIlE IMPACT OF THE FCC'S

SURCHARGE?

The FCCs surcharle vtOuld have sisnificUltly reduced the value of unbundled

I~a' swit,hinl8s l viable option to broadly apprQKh consumen. Using interstate

da.. provided in BeUSQuth·s 1996 interstate price cap filinl. J estimate Ihat the

increase in cost caused by the FCC's int~rim plUl ~ou'd h.ve been .,proximately

53.12 per subscriber line ~",cd by an unbundled switch. This interim surcharge

would Mlise the c~1 to other carri." 10 offer local exchange service •• and,

",Itimatell', the pr;clI Ibal would otherwise exist for local exchanse service paid by

consumers - by almoS! 14.00 per line. As nOled. this ponion of the fCC Rules was

stayed. However, to prevent Illy misunderstanding. this Commission should clearly

prohibit. even for an interim period. My lIdditional surchltlC on unbundled local

switchiPS'

v. LOCALCALLTERMlNAnON-
4R£ ACCESS AND CALL TERMINATION mENTICAL1

Yes. Tbc f\&Ilcliooality to temainata • ~II il the suae whemll' the call is clu$ific:d

u a "local" ~11 or a "lona distancc" call. A pricin. iuue arises. however. because

the charles to loftl diNnu ~en ID termiDate toll tnm~ (i,e., Kceu) arc far

above cost.

14



12/17/97 18:20 RT+T L+GR ~ 912024572155 NO.518 P005/029

Q.

2 A.

j

4

5

6

7

8 Q.

9

10

I' A.

12

13

14

IS

"
11

III

19

20

21

22

23

24

25

WHY AU CALL TERMINATION PRICES SO IMPORTANT!

The pmlquisite to any fonn of tel«ommunicltions competition is the ability to

complete calls to other subscribers, virtually all of whom (within BcllSoulh's

cxc;hlngcs) are served by BellSouth. In this regard, the inlroduction of local

Qompetition is nOt unique. Whether a 1:111 is labeled locII, or Ions 4istanc:e. it still

m"St be cerminalcd to the cu$1omer.

WIlY IS IT IMPORTANT THAT RATES FOR TRAFFIC TERMINATION

l.Tl.TIMATELY BE TIlE SAME 'OR "LOCAL" A.N'D ~LONG DISTANCE"

TLUTlC1

Onl of the potential benefits of ,full service c:om~dtion is c:ompetitively determined

"'ocal" calling UQS. In a f;Ompetitivl market, the "Iocalo
, catlina area should

bc;omc 81'1 important dimen,ion of produce diff....nti.tion. 'liith carrien offering a

vuiel)' of pril:e and boundary packases to ~onsuI1'lCrs.

The key 10 e,,-blishinS compclhiYcl~ determined local callinl areas is co~ctly

pricing Igcc,sltermination service 50 thaI I carricr's cost to complcle I call is not

dcpcndcar upon 8eIlSouth's ,.gil clulificalioll. If botb KCCSS (for "toll") and

terminllioa «(or "leal" chll'gc$ are the same, then Qlriers will be free Co design

prodUCll with differing boundaries, with me loalto aaract subscribers by offering a

"belle(' local QlIing .,..

Su;b aD environment, however. absolutely requires non-discriminatory termination

nates that do nOI attempt to dift'erantiate berwoen rypc:s of calls. Otherwise. all

oanien wo"ld have their cost-structure defined by BeJlSouth's retail rate SlI'Uctw'e --
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a 10.. cost to terminate a "Iog)" call. a higher cost to complete a "toll" CIII -- aftd

BellSo"lh's Ioc:al ~allin8 boundaries would dominate rhe markel.

A far better outcome: is based on non-discriminatory, cost-based charges for c:all

termination, irrespective of any IQbel on the call. With such non-discriminatory

charges, carriers would be free to decide the scope of their own local caUini IRIS,

sizins these areas 10 mltch Ihcir own perception of die market 4nd to reflect their

own pricins and markedng suatesie.. In this way. the market -- whi~h is to say.

co.tlU",,,' •• would decide the size and shipe of the local cillinl ani U ~c:rs

compele alons this important dimension of sc""iee.

AU TllEU OPERATIONAL EmClENCDS TO BE GAINED BY NON·

DlSClUMINATORY. COST-BASED 4CCESS CBARGES'

Yes. For BellSouth to enforce a price differential between "intereuhllJllc Kcess"

and "Iocal termination," Bc:USouch would need to raqulrc: thae ,U competitors adopt

the same defmition of lCAI calling!!!!l BeltSouth would need to implemcmt auditing

syscems to QOl'1'CCrly assess ib chules. Such systems are not only unnecessary. but

they would c;ause both BellSouth and the cntnlnt to needlessly incur QCIsts solely to

KoCDlDpli. In unreuonable result: the continued discrimination betWeen local and

IonadiltlDCe calling.

DOES BIU-SOUTII AGUE TllAT CALL TlJ\MlNATION PRICES

SHOULD IE NON-DISCJlIMJNATORY?

Yes. (n BeIiSoulh's Comments to the FCC on thC" sune: issuel (CC ~kClt No.

96-91,~c 61). BeliSouth recommcndod that:
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The (Federal Communications) Commission should rake a
comprehensivCl view leadin. to a c::ommon model fOf

interconnection that is not based on classification of clSTicrs
85 LEes, Ixes, CMRS providers, or ESPs.

Similarly, this Commission !Should strive to implement a comprehensin CO$t-b'$Cd

pricing system which does not disc.:riminate betWeen rypcs of ~1I5 Of carriers,

IF TERMINATING LOCAL CALLS AND TERMINATING LONG

DISTANCE CALLS ARE IDENTICAL. WHY SROULD)lll'T THE

COMMISSION APPLY ACCESS CHARGES TO LOCAL CALLS?

The problem is that leeess c:bU'aes IR sipifiuntly inflated over ~st. Usina these

inO.ted charles to establish eharps for loc:al tenninacion would sirnply adopt a

'~poilOn both wells" pricin. S1r8telY. While the service. mi....t be cquivalenl, lite

consequences from thl excessive rato leviis would not be.

Lonl distance competition hu survived despite high I':c:ess prices for two n=asons.

Fin... incumbent LEes could not provide long distance services and. u a result,

rct.ail price levels reflected that all providers faced thc lIame (albeit high) cOSt for

this inpqt. Sceond. Ions clilWlce prices and acce.s chusel are both mC&Su~.

Therefore. aceess cosu and I"Cvenues both graw or diminish wid'lnffic volumes.

Ncitb« of thCIe candidons holcb we in the local ex.chaD8e mllrketplac:e. Entrants

will Mve to eompete with Bel1Soutb on day one. and BcllSouth's cast to offer leal

senticc is tho forwltd lookin.. long"run incrcmcatal ~It of network usage. not the

ac;:cess charsc. Second. many 'QQI cllchan.o plica ill South Carolina arc nat-rated.

and imposina on BellSouth's rivals I cost-strucQU'e direcdy at odds with retail rates

37


